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TAGS: ENRG, BENC, IR 

SUBJ: GAS: DEVELOPMENTS REGARDING IGAT-II 

REE: 76 TEHRAN 1 1575 

1. THERE IS GOOD AND BAD NEWS EOR POTENTIAL U.S. SUPPLIERS OE 
GOODS AND SERVICES FOR THE $2.5 BILLION IGAT-II(SECOND IRANIAN 
GAS TRUKNLINE) PROJECT. THE EMBASSY WAS INFORMED BY A SENIOR 
NIGC OFFICIAL THAT, BARRING UNFORESEEN DEVELOPMENTS, EITHER 
BUTLER AND CULVER OR WILLIAMS BROTHERS ENGINEERING/IMEG WILL BE 
SELECTED FROM AMONG THE FIVE BIDDERS (REPORTEDLY NONE OF THE 
OTHER THREE ARE U.S.) FOR THE CONTRACT FOR PROJECT MANAGEMENT, 
MATERIAL PROCUREMENT, AND SUPERVISION AND INSPECTION. NIGC HAS 
SUBMITTED BOTH CONTRACTOR'S OFEERS, ALONG WITH ITS EXPRESSION OF 
SATISFACTION WITH BOTH OFFERS, TO MINISTRY OF ECONOMIC AND 
FINANCIAL AFFAIRS WITH THE REQUEST THAT THE MINISTRY INDICATE 
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WHICH SHOULD BE SELECTED. IT SEEMS FIITILF TO SPECULATE ON WHEN 
OR TO WHOM THE CONTRACT WILL BE AWAREDED. 

2. THE BAD NEWS RELTES TO THE LIKELIHOOD THAT THE USSR WILL 
CORNER MUCH OF THE BUISNESS THAT WOULD NORMALLY BE AVAILABLE TO 
U.S. SUPPLIERS. DECISION IS APPARENTLY NOT FINAL BUT RESPONSIBLE 
NIGC OFFICIALS AND TRADE SOURCES FULL EXPECT THAT ALL OF THE 
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COMPRESSORS REQUIRED FOR IGAT-II WILL BE RUSIAN. ADDITIONALLY, 

NIGC IS REPORTEDLY GIVING SERIOUS CONSIDERATION TO PERMITTING THE 
SOVIETS TO CONSTRUCT THE PIPELINE EROM KUH-E-NAMAK IN IRAN 
NORTH TO ASTARA ON USSR BORDER. RATIONALE BEHIND FAVORING USSR 
IS REPORTEDLY THE EXISTENCE OF LARGE RUBLE CREDITS DUE IRAN 
FROM SALE OE GAS VIA IGAT-I. ACCORDING TO EMBASSY SOURCES, 

SOVIET COMPRESSORS USED ON IGAT-I HAVE PERFORMED REASONABLY WELL 
AND, IN ANY CASE, RUBLE CREDITS MIGHT AS WELL BE USED AND 
IGAT-II APPEARS TO BE THE MOST LIKELY COHICE. 

3. COMMENTS CONTAINED REFTEL ABOUT DIFEICULTIES WHICH MAY 
PREVENT IRAN FROM MEETING COMMITMENT TO BEGIN GAS DELIVERIES TO 
ASTARA IN JANUARY 1981 REMAIN VALID. HOWEVER, WE ARE INFORMED 
THAT CONTRACT DOES GIVE IRAN SIX MONTHS GRACE SO THAT PENALTY 
FOR NON-COMPLIANCE WILL NOT BE INCURRED IE DELIVERIES BEGIN BY 
MID- 1 98 1. ADDITIONAL SIX MONTHS WILL UNDOUBTEDLY HELP BUT 
THERE IS STILL CONSIDERABLE LOCAL DOUBT, SHARED BY EMBASSY, 

THAT SCHEDULE WILL BE MET. 

4. COMMENTS ABOVE MAY BE DISCUSSED AS APPROPRIATE WITH POTENTIAL 
U.S. SUPPLIERS FOR IGAT-II PROJECT BUT THE FACT THAT NIGC WAS 
SOURCE OF INFORMATION SHOULD NOT BE REVEALED. 
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